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One of the most desirable characteristics of an
economy undergoing a restructuring period is the
maintenance of a high level of employment over
the course of that process. This ability is strongly
dependent on the facility with which the structural
changes are absorbed by the labour market and in-
dividuals are re-allocated to new employment op-
portunities. The perception of the extent of the tran-
sition phenomena in the labour market, as well as
of the individual characteristics that ease or inhibit
such transitions, are therefore of great importance
to assess the possibility of undergoing these re-
structuring periods with the least perturbations at
an aggregate level, and to identify the obstacles to
this process.
This paper is a contribution to a better knowl-
edge of the Portuguese labour market, namely as
regards its transitions processes. To attain this ob-
jective, we utilise microeconomic data drawn from
the Employment Survey (ES) collected by the Insti-
tuto Nacional de Estatística (INE), referring to the
fourth quarter of 1994. This database is utilised in
characterising the changes in the individuals’ la-
bour market states
(1). In addition to recording each
individual labour market state in the respective
quarter, the ES also records the labour market st
ate occupied one year before, as well as specific
events that took place between these two periods
(e.g., job changes, entry into unemployment). These
elements allow for the identification of the transi-
tions occurred. Simultaneously, the ES gathers data
on the social-demographic features of each individ-
ual — e.g., the age, gender, civil state, nationality,
educational level and training. The probability of
observing a given state in the labour market is
characterized by those elements, as well as the
probability of occurrence of transitions.
This paper begins by characterising individuals
in different states in the labour market in the fourth
quarter of 1994; the features that make individuals
more or less prone to be included among each of
the alternative states are then identified. This re-
search only regards individuals above 14 years old
which occupy one of four possible states: self-
employment, wage-earning, unemployment or out
of labour force. In some cases, the unemployed are
divided into two groups, depending on whether
they are searching for a first job or they are search-
ing for a new job. Section 2 analyses the transitions
between the four states which occurred during the
year delimited by the fourth quarter of 1993 and
the fourth quarter of 1994. The frequency with
which the individuals change the labour market
state they occupied one year before is calculated,
and the determinants of those changes are ex-
plored. Finally, the last section summarises the
main findings.
2. THE DATA
Chart 1 exhibits the age distributions of each la-
bour market state. As expected the unemployed
searching for the first job are concentrated in
younger age strata, and the density falls sharply
with age. The estimated distributions for the unem-
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Estatística for disclosing the Employment Survey data, without
which this research could not have been developed.ployed searching for a new job, for the self-
employed and for the wage-earners are all single-
peaked. Nevertheless, significant differences exist
between these distributions. The unemployed (in-
cluding those formerly employed) tend to be
younger, with a peak placed around 25 years old.
In the opposite position we find the self-employed,
which are usually older than the wage-earners and
the unemployed. This pattern possibly reflects the
need to accumulate experiences and financial re-
sources before a self-employment is initiated. Fur-
thermore, while almost all wage-earning and un-
employed individuals exit labour market before
reaching 70 years old, a non-negligible share of
self-employed workers hold to that situation after
70. The distribution of the out of the labour force
individuals reflects the determinant influence of
students and retired individuals on the shape of the
curve which exhibits two modes: a first mode is re-
corded at the lower age strata, followed by down-
ward frequencies between 30-40 years old; this pro-
cess is reverted up to the moment a new peak is
reached around 70 years of age. These distributions
are not altered significantly if broken-down by gen-
der (not shown here), except for the fact that peaks
are reached earlier in females’ distribution; further-
more, the intermediate fall in the inactive females’
curve is also smoother due to household produc-
tion.
Table 1 represents the observed frequencies
broken-down by gender and by educational level
as a share of all individuals occupying a same la-
bour market state. It can be observed that the male
share in the labour force is much stronger, with
particular relevance for the self-employed and the
wage-earners. On the other hand, women record
the same proportion of unemployed men, or even a
greater share in the total number of first-job search-
ers. Note that male out of labour force correspond
almost totally to students and retired individuals
(almost 93 per cent of all males non in the labour
force).
The analysis by educational level suggests that
the unemployed searching for the first job are the
most educated group; almost 70 per cent of these
completed the basic studies and almost 15 per cent
have upper level instruction. The wage-earners fol-
low; this group concentrates the larger number of
individuals holding post-graduations, despite the
fact that these account for less than 1 per cent of all
wage-earners. Illiteracy is more frequent among
non participant individuals (32 per cent of total out
of labour force). Nevertheless, the self-employed en-
compass the larger share of individuals who have
not completed their basic studies — about 80 per
cent of all self-employed; therefore, the self-
employed group presents a relatively low educa-
tional level.
It is of great importance to know to what extent
the relevant features of each group affect the prob-
ability of inclusion in each of the labour market
states. In this sense, we estimated a multinomial lo-
git model that distinguishes the different labour
market states. Among the independent variables the
gender, age, educational attainment, nationality and
other binary variables (to control for child-bearing,
trained, retired, invalid and single individuals) are
to be found. The complete results of this estimation
(estimated coefficients and standard deviations) are
presented in Appendix.
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Chart 1
AGE DISTRIBUTION OF INDIVIDUALS




























Out of labour forceThe values exhibited in table 2 are based on the
logit model estimation. These consist of the average
probabilities of being found in a given labour mar-
ket state for an individual holding average features
except the one under consideration. For example,
the first pair of columns comprise the probability of
a male or a female worker (with features equal to
the sample average) being self-employed. The val-






















Self-employed ........ 59.13 40.87 21.81 48.77 9.82 9.53 5.10 1.05 3.78 0.14 4177
Wage-earner .......... 54.77 45.23 6.75 33.81 18.77 15.41 11.14 4.69 8.62 0.81 11571
1st job-searching
unemployed ......... 37.87 62.13 0.85 6.38 23.83 21.28 32.77 4.68 10.21 0.00 235
New job-searching
unemployed ......... 50.19 49.81 9.25 37.19 23.22 15.32 10.98 1.25 2.70 0.10 1038
Out of labour force ..... 36.55 63.45 32.19 29.00 12.36 14.86 9.38 1.13 1.01 0.06 13320
Total ................. 47.08 52.92 20.03 33.66 14.92 14.40 9.70 2.51 4.42 0.36 30341
Table 2
PROBABILITY OF EACH LABOUR MARKET STATE FOR AN AVERAGE INDIVIDUAL
Values estimated for 94: IV by gender



















Self-employed .......... 22.98 10.94 19.55 16.33 10.08 12.45 16.04 19.49 16.29 16.73 11.47 14.53 21.13
Wage earner ............ 37.76 20.59 22.20 28.15 23.20 63.88 27.90 48.44 28.83 30.28 12.38 28.61 28.68
1st job-searching
unemployed........... 0.03 0.04 0.01 0.04 0.08 0.24 0.04 0.09 0.04 0.02 0.08 0.04 0.04
New job-searching
unemployed .......... 2.86 2.05 2.94 2.62 1.61 1.41 2.44 4.26 2.51 2.99 3.95 2.68 2.14
Out of labour force ...... 36.37 66.38 55.30 52.85 65.03 22.01 53.58 27.73 52.34 49.97 72.11 54.14 48.01
Males
Self-employed .......... - - 25.85 25.51 16.80 16.50 24.20 22.94 24.18 34.79 25.89 21.06 32.08
Wage-earner............ - - 47.63 45.34 34.29 66.33 45.48 60.37 46.34 42.70 41.70 44.93 47.58
1st job-searching
unemployed........... - - 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.01
New job-searching
unemployed .......... - - 4.19 4.63 2.51 2.08 4.09 4.88 4.13 4.12 6.77 4.42 3.42
Out of labour force ...... - - 22.33 24.52 46.40 15.08 26.22 11.80 25.34 18.39 25.63 29.58 16.92
Females
Self-employed .......... - - 15.69 11.38 5.80 9.55 11.61 17.23 11.90 5.66 5.73 10.93 14.39
Wage-earner............ - - 12.59 18.39 16.17 59.13 18.21 38.41 18.92 22.00 2.90 19.19 17.76
1st job-searching
unemployed........... - - 0.00 0.06 0.10 0.48 0.00 0.00 0.00 0.00 0.00 0.00 0.00
New job-searching
unemployed........... - - 0.80 0.48 0.32 0.31 0.51 1.17 0.52 0.63 0.72 0.57 0.44
Out of labour force ...... - - 70.92 69.70 77.60 30.52 69.67 43.18 68.66 71.71 90.64 69.32 67.41ues estimated in both cases are significantly differ-
ent, suggesting that men (women) are self-
employed workers with a probability of 23 per cent
(11 per cent). Women also enjoy a strikingly high
probability of being out of labour force, which is
partly due to the high share of women dedicated to
household production, while both men and women
have the same probability of being unemployed.
The following four columns present the effect of
education attainment. A graduation rises the prob-
ability of being a wage-earner or an unemployed
searching for a first job. The probability of being
out of labour force is stronger for the levels of edu-
cation below the secondary studies, while self-
employed workers and the unemployed in search
of a new job are now concentrated among the least
educated individuals. Our estimates also suggest
more striking contrasts among women than among
men: women attaining a higher educational level
tend to be included amongst the active population;
this phenomenon is particularly evident among the
wage-earners, where highly educated women rec-
ord a probability which is more than thrice that of
any other group defined by the educational level.
This pattern might be an outcome of many factors
altogether. Firstly, the valuation of the time of do-
mestic labour and leisure of women is possibly
higher than that of men. Second, the sample data
reveal that women's wages are on average lower
than men's for each educational level and job expe-
rience. The combination of these two factors ac-
count for the fact that the evaluation of time spent
on domestic labour and leisure by women is fre-
quently higher than the wages females could be
earning, inducing women not to enter the labour
market. This observation is particularly relevant
when applied to lower wage groups (e.g., the least
educated individuals). Finally, the distribution of
more educated women might also reflect genera-
tion effects which are not assessed through sec-
tional analyses. Women have recorded a strong rise
in the average level of educational attainment
amongst the younger generations; hence the esti-
mate for the education effect can reflect a shift in
women's behaviours towards the labour market.
The impacts of other than formal education (i.e.,
training) on the estimated probability of being in a
given labour market state can also be analysed. The
exhibited values suggest that individuals who have
completed training programmes find themselves
chiefly among the wage-earners or among the un-
employed - i.e., the younger groups and probably
those where individuals are more interested in sup-
plementing their education and time occupation
with this kind of activity.
We also considered the hypothesis of different
labour market patterns according to individuals na-
tionality. However, the results show very slight im-
pacts: the estimated values for individuals born in
Portuguese-speaking countries are very close to
those estimated for the Portuguese individuals
themselves; only individuals born in other coun-
tries record a higher probability of not being em-
ployed.
Finally, child-bearing raises the probability of
being a self-employed worker. This is true for
women, but is even more noticeable as regards
men. Wage-earning men exhibit a similar pattern,
as opposed to the unemployed and the individuals
out of labour force. Out of labour force is less prob-
able when men and women are child-bearers.
Though this effect is comparatively less pro-
nounced as regards women, it is somewhat unex-
pected. The existence of young children increases
the opportunity cost of female labour, leading to a
rise in the propension of exiting the labour market.
On the other hand, this same fact rises the con-
sumption needs, and hence additional family in-
come sources become more important. The results
suggest that in Portugal such income effect is more
important than the substitution effect.
3. TRANSITIONS IN THE LABOUR MARKET
The ES comprises, beyond the data on the pres-
ent labour market state, data on the labour market
state one year before. By comparing these two in-
formation the transitions in the labour market oc-
curred between the fourth quarter of 1993 and the
fourth quarter of 1994 are bound to be quantified
and characterised.
Table 3 synthesises a set of information on the
occurred transition. The left-hand columns exhibit
the transition matrix. Reading the first line tells us
that 95 per cent of the workers who were self-
employed one year before remain in that state.
About 3 per cent became wage-earners, 0.5 per cent
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dropped out of labour force.
Except for the unemployed, the most outstand-
ing fact in this matrix is the concentration around
the main diagonal, indicating a strong permanence
of individuals in the previous occupied state. As re-
gards the unemployed searching for the first job, 45
per cent became employed, mostly as wage-
earners. On the other hand, only 30 per cent of all
unemployed searching for a new job found one that
was preserved up to the end of the period, while 50
per cent remained unemployed. Transitions from
unemployment into account for more than one
third of overall outflows from unemployment; al-
most 70 per cent of these were performed by fe-
males, most of which entered household produc-
tion. On its turn, the stock of unemployed was fed
by inflows in the labour force (e.g., youngsters en-
tering labour market) and 3 per cent of all wage-
earners whom lost their jobs.
The transitions matrix does not illustrate the
whole labour market dynamics, as transitions
within each state are not illustrated. Perhaps the
most interesting among these consist of transitions
within the wage-earners’ group. The ES data allow
to quantify these movements, as seen in the central
column of table 3. Over 6 per cent of all wage-
earners change jobs during the year and about 3
per cent change their activity branch
(2). These fig-
ures are particularly significant when compared to
the line of the transition matrix corresponding to
the individuals initially found in this state. In a
year time, around 11 per cent of all wage-earners
changed their occupation, but only 5 per cent are
detectable through the transition matrix. Note that
2 per cent of all individuals who changed their jobs
(within the wage-earners’ group) experienced a
non employment spell between the two jobs, which
indicates that the probability of exiting unemploy-
ment is higher than the suggested by the transition
matrix. In addition, note that 10 per cent of all un-
employed individuals searching for a new job un-
dergo a job experience which is not maintained up
to the end of the one-year period. This finding also
suggests that unemployment outflows are stronger
than the revealed by the transition matrix, but also
indicates that a share of these employment oppor-
tunities are in fact unstable.




Shares according to the labour market states one year before
Present employment status (1994:IV)
Transition within the
same state
Job change with an




























Employment status one year
before (1993:IV)
Self-employed ........... 95.04 3.07 0.00 0.52 1.37 1.15 1.89 0.20 0.25 4074
Wage earners............ 1.64 92.14 0.00 3.22 3.00 6.05 2.77 0.15 2.11 11695
1st job-searching
unemployed............ 2.60 42.86 39.61 0.00 14.94 - - - - 154
New job-searching
unemployed............ 5.04 25.78 0.00 49.76 19.42 9.95 - - - 834
Out of labour force ....... 0.49 2.89 1.28 1.66 93.67 3.07 - - - 13579
Total ................... 13.77 38.16 0.77 3.42 43.88 4.13 1.32 0.08 0.85 30336
Note:
(a) Includes changes of activity branch within a same company and changes of the main activity.
(2) Transitions into a different activity branch comprise changes of
activity within the same company (due to a change in the occu-
pation) and changes of the main activity; the latter includes sit-
uations where the activity considered secondary one year
before now considered the main activity.As above, some regressions were built to charac-
terise the transitions in the labour market. Three
other variables were added to the formerly consid-
ered variables: the number of jobs over the course
of the individuals’ working life, the labour market
state occupied one year before, and the interest in
finding a job revealed in the previous year. Variable
“age” was substituted by a variable for the dura-
tion of labour force participation (proxy for experi-
ence), as the latter better reflects the behaviour to-
wards the labour market. The following tables pres-
ent estimates for the probabilities of an average in-
dividual having a specific behaviour (e.g., mov-
ing/staying) given a specific social-demographic
feature.
The estimates for the probabilities of transition
over the course of the year are presented in tables 4
and 5. The breakdown of overall probabilities by
gender indicate that women occupying identical
states as men change situations less frequently.
Though reduced, the gender effect is significant,
and is mainly due to the non participants´ effect:
this group is more significant in women, and exhib-
its a clearly less mobile behaviour in that sex group.
On its turn, education presents similar patterns
for all labour market states, except for those ini-
tially out of labour force. Higher educational levels
lower the probability of transition, even as regards
the unemployed. The pattern detected in the out of
labour force individuals is clearly opposite to this.
In the latter, higher educational levels increase sig-
nificantly the probability of transition, chiefly due
to the effect of students’ transition into labour force.
Training also scores significant values only for
those individuals formerly non participants, thus
rising the probability of transition.
The labour market state occupied one year bef-
ore is central in determining the probability of tran-
sition. The unemployed are more propense to tran-
sitions, which corroborates the information given
by the transition matrixes. Note that the social-
demographic features of the unemployed are insuf-
ficient for assessing this group's mobility in all its
extent. Other meaningful factors deal with the in-
terest shown in finding a job, or the initial condi-
tion of having a temporary contract. These aspects
also raise significantly the probability of transition,
and may indicate some dissatisfaction regarding
the initial conditions, a higher uncertainty in the ac-
tivity, and/or a willingness to work more hours
per day.
The estimated values for the nationality effects
are not exhibited here, since the observations are
scarce and do not allow in general to assess more
significant values. Nevertheless, the overall esti-
mates clearly indicate that foreigners are more pro-
pense to transitions — specially male individuals
born in Portuguese-speaking countries — appar-
ently reflecting a lower job stability.
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Table 4
PROBABILITIES OF TRANSITION OF AN AVERAGE INDIVIDUAL
Estimates broken-down by gender
Sex Education level































No Yes No Yes
Total observations
Stay .......... 91.00 91.93 89.84 91.67 92.49 92.81 95.09 91.60 79.40 76.00 90.67 91.60 88.95 92.08 78.82
Move ......... 9.00 8.07 10.16 8.33 7.51 7.19 4.91 8.40 20.60 24.00 9.33 8.40 11.05 7.92 21.18
By gender
Men
Stay .......... - - 88.98 90.60 92.04 92.88 95.38 90.82 75.48 76.75 88.09 90.77 89.33 91.26 78.38
Move ......... - - 11.02 9.40 7.96 7.12 4.62 9.18 24.52 23.25 11.91 9.23 10.67 8.74 21.62
Women
Stay .......... - - 90.86 92.69 93.01 93.04 94.74 92.65 82.70 76.00 92.09 92.44 88.52 92.90 79.58
Move ......... - - 9.14 7.31 6.99 6.96 5.26 7.35 17.30 24.00 7.91 7.56 11.48 7.10 20.42The possibility of modification of the mobility
patterns throughout labour force life was also con-
sidered. The estimates for the effect of experience
suggest that the probability of transition generally
decreases with age (charts 2 and 3). This is not an
unexpected pattern, since individuals entering
workforce for the first time are those who experi-
ence a wider range of activities up to the moment a
good matching is found. However, the evolution of
this probability as regards male individuals is
somewhat unexpected, with a peak being reached
when 17 years of work experience are completed.
Wage-earners and unemployed individuals record
a trend inversion when 30 to 40 years of work ex-
perience are completed, corresponding to the mo-
ment these individuals drop out of labour force .
The probability of entering labour force is always
significantly lower than that of other movements.
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Table 5
PROBABILITIES OF TRANSITION OF AN AVERAGE INDIVIDUAL
Estimates broken-down by initial labour market state


















No Yes No Yes No Yes
Self-employed
Stay .......... 95.47 94.63 95.18 95.07 93.73 96.93 95.18 94.11 95.21 92.63 - -
Move ......... 4.53 5.37 4.82 4.93 6.27 3.07 4.82 5.89 4.79 7.37 - -
Wage-earner
Stay .......... 87.63 88.93 85.23 86.45 89.60 94.51 88.10 89.88 88.44 83.34 89.98 66.85
Move ......... 12.37 11.07 14.77 13.55 10.40 5.49 11.90 10.12 11.56 16.66 10.02 33.15
Unemployed
Stay .......... 40.58 37.69 25.40 37.83 56.04 48.75 39.44 34.99 - - - -
Move ......... 59.42 62.31 74.60 62.17 43.96 51.25 60.56 65.01 - - - -
Out of labour
force
Stay .......... 95.33 96.64 96.31 96.49 96.08 81.20 96.31 84.95 96.36 84.00 - -
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O u to fl a b o u r
forceInflows into and outflows from the labour market
are in general less probable than transitions within
the labour market.
The destination of the observed transitions is
also a point of interest. Chart 6 exhibits the prob-
abilities of transition broken-down by destination.
Women are particularly more propense to drop out
labour force; this effect is clearly stronger within fe-
males who initially are self-employed or unem-
ployed (data not shown). In fact, the higher pro-
pension to change recorded by unemployed fe-
males is almost exclusively explained by this kind
of movement.
The estimated values for educational levels sug-
gest a similar pattern for all transition destinations.
Excluding those who shift to self-employment
(where these values are not significant), the prob-
ability of transition always decrease with higher
educational levels. This phenomenon might be due
to the fact that higher educated individuals are
more efficient in the search-match process, there-
fore being contended with the respective situation.
This explanation would not be consistent with the
lower probability of higher educated individuals
exiting unemployment. However, higher-level edu-
cation has a strongly positive impact on the transi-
tion of unemployed individuals into self-
employment (data not shown). In fact, this is the
only situation — beyond transitions into labour
force — where education seems to raise the pro-
pension to transition. On its turn, the estimated val-
ues for training suggest that out of labour force in-
dividuals enrolled in these programmes are more
propense to enter labour force; this probably sug-
gests that these individuals were more interested in
transiting in this sense.
Different transition patterns are also explained
by different states occupied one year before. As
mentioned above, an initial unemployment state
has a positive impact on transition. This effect is
higher for female individuals and for movements
into out of labour force. However, an initially un-
employed individual also exhibits a higher propen-
sion to become a self-employed or a wage-earner
individual than the remainder initial states.
The transition destination varies greatly with
the experience. Chart 4 shows that the entrance of
an average individual into the labour market is
most probably the starting of a wage-earning job.
Transition into self-employment is easier for those
who already hold some job experience, but the
peak is reached at more or less the same stage of
the working life when transitions into unemploy-
ment reach their peak. Transitions into out of la-
bour force become more important with the de-
crease of the other destinations, which happens
with retirement at the end of labour market partici-
pation.
In some cases, a same individual experiences
more than one movement within the period. For
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Table 6
PROBABILITY OF TRANSITION OF AN AVERAGE INDIVIDUAL BROKEN-DOWN BY DESTINATION
All observations
Sex Education level



























No Yes No Yes
Non-transition..... 93.33 94.04 91.96 93.84 94.26 95.27 96.34 93.77 74.16 92.80 93.80 92.26 94.09 85.83
Transition into self-
employment...... 1.04 0.62 0.83 0.77 0.74 0.87 0.71 0.87 2.08 0.69 0.77 1.25 0.74 1.77
Transition into.....
wage-earning..... 1.92 1.49 3.01 1.49 1.21 1.43 1.54 1.70 4.51 1.55 1.66 2.14 1.55 5.00
Transition into.....
unemployment . . . 1.27 1.16 1.80 1.11 1.14 0.97 0.24 1.02 1.27 2.25 1.20 1.77 1.11 3.95
Transition into.....
out of labour force 2.45 2.69 2.40 2.79 2.65 1.47 1.17 2.64 17.98 2.71 2.57 2.57 2.51 3.45example, an initially employed individual can be-
come unemployed and find a new job in the period
under analysis, or an individual unemployed at the
beginning and the end of the considered period
may have had some occupation between these two
moments. To isolate these distinct situations, we
distinguished the case where no transition, one
transition or more transitions occur. Table 7 shows
the estimated probabilities of occurrence of each of
these three cases, given some social-demographic
characteristics.
One can see that observations recording two or
more transitions are less probable than those re-
cording only one transition. However, and despite
transitions being less frequent among females,
women record a higher probability of moving more
than once. Since women who face transitions are
chiefly concentrated in the labour force, this finding
suggests that women's position in the labour mar-
ket is more unstable than as regards men.
The results show that transitions are less prob-
able for more educated individuals, and such tran-
sitions (if effective) will most certainly occur only
once. The probability of occurrence of more than
one movement rises significantly when the educa-
tional level decreases, specially as against the prob-
ability of occurrence of only one transition —
which remains virtually constant. The results also
indicate that transitions are chiefly experienced by
the unemployed individuals. However, in those
cases where at least one transition occurs, the prob-
ability of recording two or more transitions is more
pronounced among the wage-earners.
Finally, note that both the change and the
number of movements are more frequent for indi-
viduals having experienced training, for those who
had revealed some interest in finding a job, and,
among those who had a non-permanent contract,
for wage-earners.
4. CONCLUSIONS
The Portuguese labour market performance is
frequently attributed to prices adjustments. Hence,
real wages would adjust easily to the level of un-
employment, and this flexibility would thus ex-





Average values broken-down by destination
Table 7
PROBABILITY OF TRANSITION OF AN AVERAGE INDIVIDUAL BROKEN-DOWN BY DESTINATION
All observations
Sex Education level
























No Yes No Yes
No transitions. . . 91.20 92.27 90.09 91.95 92.62 92.48 95.22 91.91 76.55 90.77 91.89 89.17 92.33 79.86
One transition . . 7.33 6.22 7.20 6.60 6.34 6.95 4.08 5.88 19.74 8.01 6.63 9.10 6.32 15.13
Two or more
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O u to fl a b o u r
forceplain the relatively low levels of unemployment re-
corded in the recent past.
An analysis of the labour market mobility based
on transition matrixes (which consider different la-
bour market situations as employment, unemploy-
ment, inactivity) reveal modest flows. This shows
reasonably low mobile profiles, and suggests that
individuals remain in each situation for a long peri-
od; note that this pattern is not specific to the Portu-
guese case.
However, research based on company surveys
have revealed a somewhat different view. Massive
movements of job creation and destruction have
been recorded for at least the last decade, whether
caused by the creation/destruction of enterprises or
by expansions/contractions of existing companies.
In any of these cases, these movements trigger sig-
nificant inflows and outflows of individuals
into/out of companies, which at first sight is not
consistent with the above described behaviour.
This paper shows that a significant share of
these movements in the labour market occur within
a same situation, and therefore are not made appar-
ent by the transition matrixes. For example, direct
transitions from a wage-earning job into another
(without an intermediate unemployment spell) are
almost as frequent as transitions from employment
into unemployment and out of labour force alto-
gether. Furthermore, among the unemployment we
also find a non-negligible number of cases where
people find a wage-earning situation which is not
held up to the end of the one-year period. These
findings invalidate somehow the scenery of relative
immobility, and are consistent with research based
on data collected at the company level.
The analysis now presented also reveals that the
incidence of labour market transitions is not uni-
form for the groups defined by the considered
social-demographic features; movements are more
frequent among youngsters, individuals holding
temporary contracts and less educated individuals.
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MULTINOMINAL LOGITS: CHARACTERISATION OF THE LABOUR MARKET STATES















































Sex (female) ............. -1.344 -1.208 -0.936 -0.167 - - - - - - - -
0.043 0.036 0.070 0.142
A g e.................... 0.273 0.358 0.416 0.214 0.340 0.414 0.477 0.395 0.236 0.336 0.431 0.182
0.009 0.008 0.019 0.060 0.014 0.013 0.025 0.156 0.013 0.012 0.031 0.072
Age2 ................... -0.003 -0.004 -0.005 -0.004 -0.003 -0.005 -0.005 -0.008 -0.002 -0.004 -0.006 -0.004
0.000 0.000 0.000 0.001 0.000 0.000 0.000 0.003 0.000 0.000 0.000 0.001
Basic education .......... -0.135 0.283 -0.069 1.441 -0.107 -0.142 0.007 0.682 -0.303 0.396 -0.503 17.432
0.056 0.059 0.124 0.782 0.096 0.107 0.204 0.857 0.073 0.077 0.162 1.062
Secondary education ..... -0.825 -0.118 -0.763 1.980 -1.162 -1.060 -1.244 1.044 -1.085 0.161 -1.008 17.947
0.099 0.076 0.161 0.792 0.149 0.132 0.259 0.882 0.153 0.099 0.214 1.142
Upper-level education .... 0.470 1.978 0.188 4.121 -0.057 0.724 -0.307 2.893 0.347 2.390 -0.101 20.405
0.112 0.099 0.209 0.808 0.183 0.180 0.334 0.950 0.157 0.125 0.278 1.204
Initial situation: retirement -1.924 -2.746 -1.486 -0.792 -3.490 -4.484 -3.329 -1.171 -1.330 -1.935 -0.665 -0.508
0.062 0.073 0.150 0.525 0.114 0.127 0.230 0.907 0.085 0.097 0.202 0.639
Single .................. -0.647 -0.185 0.051 1.184 -0.922 -0.487 0.234 3.306 -0.407 0.060 -0.134 1.006
0.092 0.065 0.121 0.370 0.149 0.121 0.189 1.733 0.125 0.082 0.168 0.393
Handicapped............ -1.094 -1.101 -1.701 0.755 -1.105 -1.036 -1.064 0.808 -0.933 -1.309 -47.592 0.691
0.178 0.152 0.376 0.466 0.224 0.202 0.392 0.675 0.322 0.272 . 0.653
Nationality: PALOP or
Brazil.................. 0.073 0.096 0.224 -0.410 0.684 0.238 0.318 -33.605 -0.785 0.107 0.139 0.189
0.351 0.241 0.427 1.022 0.491 0.397 0.673 2.37E+7 0.630 0.301 0.557 1.037
Nationality: Other
foreigners ............. -0.671 -1.166 0.134 0.494 0.057 -0.117 0.482 0.803 -1.008 -2.152 0.043 0.257
0.323 0.242 0.356 0.527 0.453 0.342 0.567 0.752 0.492 0.401 0.462 0.745
Training ................ 0.853 1.210 1.215 1.580 0.745 1.082 0.975 0.914 0.873 1.225 1.315 1.906
0.119 0.095 0.148 0.235 0.168 0.149 0.222 0.457 0.184 0.125 0.201 0.280
Child-bearers............ 0.495 0.123 -0.105 0.228 0.980 0.616 0.302 2.440 0.303 -0.049 -0.227 -0.037
0.057 0.051 0.096 0.410 0.110 0.109 0.164 1.770 0.076 0.062 0.125 0.427
Constant................ -5.557 -5.347 -8.092 -8.302 -6.790 -5.932 -9.781 -11.965 -5.791 -6.067 -8.129 -23.704
0.229 0.177 0.378 1.187 0.355 0.293 0.545 2.670 0.317 0.238 0.568 .
Observations ............ 30340 14284 16056
I nL.................... -25242 -11371 -13285
Prob > chi2.............. 0.000 0.000 0.000
Note: The first line of each variable shows the estimated coefficients and the second line shows the respective standard deviations.58 Banco de Portugal / Economic bulletin / March 1997
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LOGITS: CHARACTERISATION OF TRANSITIONS
Overall estimates and estimates broken-down by gender and by labour market state occupied one year before
All
observations












Sex (female).............................. -0.118 - - 0.179 -0.126 0.121 -0.343
0.039 0.140 0.058 0.145 0.070
Experience............................... -0.019 0.016 -0.042 -0.093 -0.058 -0.128 0.013
0.005 0.008 0.007 0.020 0.009 0.023 0.009
Experience2.............................. 0.000 -0.001 0.000 0.001 0.001 0.001 -0.001
0.000 0.000 0.000 0.000 0.000 0.000 0.000
Basic education........................... -0.219 -0.178 -0.244 0.023 -0.100 -0.581 -0.051
0.079 0.119 0.109 0.261 0.118 0.280 0.141
Secondary education ...................... -0.332 -0.36 -0.291 0.278 -0.401 -1.320 0.064
0.098 0.145 0.136 0.346 0.152 0.358 0.164
Upper education.......................... -0.379 -0.480 -0.297 -0.469 -1.093 -1.028 1.799
0.107 0.164 0.145 0.391 0.162 0.454 0.188
Initial situation: self-employed ............. -0.690 -1.027 -0.438 - - - -
0.081 0.122 0.113
Initial situation: wage earner ............... -0.115 -0.291 -0.080 - - - -
0.052 0.085 0.069
Initial situation: new job-searching
unemployed ............................ 1.122 0.807 1.301 - - - -
0.108 0.164 0.145
Initial situation: 1st job-searching
unemployed ............................ 0.925 0.876 0.890 - - - -
0.183 0.295 0.235
Training ................................. 0.304 0.161 0.461 0.212 -0.183 0.190 1.531
0.080 0.111 0.115 0.280 0.117 0.249 0.158
Nationality: PALOP or Brazil............... 0.784 1.003 0.588 0.576 0.418 1.057 0.632
0.210 0.298 0.302 0.861 0.309 1.251 0.368
Nationality: other foreigners ............... 0.314 0.488 0.089 -0.191 0.631 -2.041 0.087
0.223 0.295 0.346 1.061 0.394 1.115 0.302
Initial situation: retirement................. -1.419 -1.291 -1.595 0.123 -0.215 -0.056 -2.203
0.104 0.152 0.145 0.310 0.194 0.297 0.156
Single ................................... 0.084 0.342 -0.159 0.164 -0.079 -0.762 0.093
0.063 0.091 0.087 0.221 0.086 0.208 0.144
Handicapped ............................ 0.214 -0.093 0.527 0.767 0.133 -0.024 0.392
0.156 0.204 0.244 0.532 0.314 0.553 0.219
Initial situation: interest in finding a job ..... 1.139 1.058 1.212 0.458 0.425 - 1.617
0.073 0.109 0.098 0.270 0.109 0.127
Initial situation: number of jobs throughout
labour experience........................ 0.043 0.040 0.046 0.014 0.027 0.111 0.048
0.004 0.006 0.005 0.021 0.006 0.029 0.007
Initial situation: temporary contract ......... - 1.494 - -
0.072
Constant................................. -1.241 -1.563 -1.095 -0.882 -1.301 2.676 -1.616
0.118 0.173 0.155 0.435 0.182 0.441 0.229
Observations............................. 29910 14073 15837 4041 11581 969 13319
l nL..................................... -9577 -4756 -4789 -848 -4202 -611 -3300
Prob > chi2............................... 0.000 0.000 0.000 0.000 0.000 0.0 00 0.000Banco de Portugal / Economic bulletin / March 1997 59
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MULTINOMIAL LOGITS: CHARACTERISATION OF TRANSITIONS BY DESTINATION AND BY FREQUENCY
Overall estimates












Sex (female) .................................... -0.525 -0.259 -0.096 0.088 -0.175 0.016
0.116 0.059 0.074 0.071 0.044 0.073
Experience ..................................... 0.028 0.009 0.056 -0.017 -0.017 -0.014
0.017 0.009 0.011 0.007 0.005 0.010
Experience2 .................................... -0.001 -0.001 -0.002 0.000 0.000 -0.001
0.000 0.000 0.000 0.000 0.000 0.000
Basic education ................................. -0.093 -0.724 -0.501 0.130 -0.108 -0.646
0.233 0.136 0.159 0.118 0.088 0.148
Secondary education ............................ -0.144 -0.936 -0.480 0.075 -0.156 -0.978
0.295 0.159 0.187 0.160 0.108 0.184
Upper education ................................ 0.006 -0.782 -0.648 -0.527 -0.062 -1.585
0.295 0.167 0.210 0.209 0.117 0.222
Initial situation: self-employed.................... -0.009 -0.045 -2.267 -0.875 -0.722 -0.614
0.217 0.122 0.233 0.158 0.088 0.192
Initial situation: wage earner ..................... 0.226 0.084 -0.803 -0.036 -0.322 0.579
0.174 0.083 0.092 0.095 0.058 0.103
Initial situation: new job-searching
unemployed................................... 1.333 1.291 -0.344 2.117 1.073 1.277
0.285 0.139 0.173 0.203 0.113 0.164
Initial situation: 1st job-searching
unemployed................................... 0.496 0.273 0.410 0.016 0.346 0.191
0.197 0.111 0.137 0.161 0.088 0.140
Nationality: PALOP or Brazil ..................... 1.113 0.975 0.488 0.204 0.647 1.077
0.520 0.267 0.400 0.472 0.243 0.322
Nationality: other foreigners...................... 0.126 0.139 0.479 0.374 0.295 0.368
0.722 0.343 0.356 0.399 0.243 0.432
Initial situation: retirement ....................... -0.742 -0.680 -1.371 -2.023 -1.673 -0.510
0.287 0.197 0.238 0.153 0.117 0.202
Single ......................................... -0.622 0.189 0.277 0.282 0.048 0.144
0.194 0.088 0.115 0.111 0.070 0.109
Handicapped................................... -1.516 -1.119 -0.814 1.130 0.417 -0.927
1.012 0.361 0.382 0.183 0.162 0.432
Initial situation: interest in finding a job............ 0.958 1.266 1.359 0.409 1.019 1.450
0.211 0.099 0.115 0.177 0.084 0.115
Initial situation: number of jobs throughout
labour experience .............................. 0.019 0.073 0.066 -0.054 0.025 0.070
0.015 0.005 0.006 0.017 0.006 0.005
Constant ....................................... -4.002 -1.809 -2.560 -3.285 -1.507 -2.674
0.358 0.188 0.228 0.197 0.131 0.221
Observations ................................... 29910 29910
l nL ........................................... -13745 -11471
Prob > chi2..................................... 0.000 0.000